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TO TAXES ON INCOME 


JuNE 14, 1951.—The convention was read the first time and the injunction of 
secrecy was removed therefrom, and together with all accompanying papers 
was referred to the Committee on Foreign Relations and ordered to be printed 
for the use of the Senate 


THe Wuitr Houses, 
June 14, 1951. 
To the Senate of the United States: 


With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith the convention between the United 
States of America and Switzerland, signed at Washington on May 24, 
1951, for the avoidance of double taxation with respect to taxes on 
income. 

I also transmit for the information of the Senate the report by the 
Secretary of State with respect to the convention. The convention 
has the approval of the Department of State and the Treasury 
Department. 

Particular attention is invited to the concluding two paragraphs of 
the report by the Secretary of State, indicating that in view of the 
provisions of article XX (1) of the convention it is hoped that the 
convention can be brought into force prior to October 1, 1951. This, 
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of course, would entail the making of arrangements between the 
Governments of the two countries for the exchange of instruments of 
ratification. 
Harry 8S. Truman. 
(Enclosures: (1) Report by the Secretary of State; (2) convention 
of May 24, 1951, with Switzerland with respect to taxes on income.) 


DrPARTMENT OF STATE, 
Washington, June 13, 1951. 
The PRESIDENT, 
The White House: 


The undersigned, the Secretary of State, has the honor to lay before 
the President, with a view to its transmission to the Senate to receive 
the advice and consent of that body to ratification, if the President 
approve thereof, a convention between the United States of America 
and Switzerland for the avoidance of double taxation with respect to 
taxes on income, signed at Washington on May 24, 1951. 

The convention is designed to eliminate, so far as possible, double 
taxation with respect to income, either by exemption in one of the 
countries or by the application of the credit principle, or both. It 
would also establish, within appropriate limitations, a system of 
reciprocal administrative assistance. The convention is, therefore, 
intended to accomplish essentially the same objectives as income-tax 
conventions of the United States now in force with Canada, Denmark, 
France, the Netherlands, Sweden, and the United Kingdom, and also 
income-tax conventions which have been concluded but are not yet in 
force with Belgium, Greece, Ireland, New Zealand, Norway, and the 
Union of South Africa 

The convention is made applicable, in respect of the United States, 
to the Federal income taxes, including surtaxes and excess profits 
taxes. It does not apply to taxes imposed by the several States of the 
United States, with the sole exception of paragraph (3) of article 
XVIII, wherein the familiar national-treatment principle is expressed. 
The convention is made applicable, in respect of Switzerland, to the 
federal, cantonal, and communal taxes on income, “income” being 
described for this purpose as including “total income, earned income, 
income from ‘property, industrial and commercial profits, etc.’’ 
(art. 1). 

The Swiss tax system involves a considerable measure of integration 
as applied to the imposition of taxes by the Swiss Confederation, by 
the canton governments, and by the municipal governments. In 
general, direct’ taxes are imposed by the cantons and municipalities, 
indirect taxes being levied for the most part by the Confederation. 
To meet extraordinary expenses, however, the Confederation has for 
some time imposed direct taxes, sharing the proceeds thereof with 
the cantons. The Swiss taxes on income are based primarily on the 
domicile of the taxpayer and the source of the income. Business income 
from sources outside Switzerland is excluded from the tax base when 
such income is derived from another country in which the taxpayer 
maintains a branch or permanent establishment. Real property 
situated outside Switzerland is also excluded from the tax base. For 
the purposes of the present report, it is believed unnecessary to give 


details regarding rates of tax, methods of computation, and related 
matters. 
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The convention with Switzerland contains provisions similar to, 
if not identical with, provisions in force between the United States 
and certain other countries, named hereinbefore, with respect to such 
items as (a) business income, including earnings from the operation 
of ships and aircraft: (0) permanent establishment; (c) intercorporate 
relationship; (d) dividends; (e) interest; (f) royalties; (g) income from 
real property; (h) covernmental wages, salaries, and pensions; (i) pri- 
vate pensions and life s annuities; (7) compensation for personal services; 
(k) compensation of visiting professors or teachers; (/) payments for 
the maintenance, education, or training of students or apprentices, 
and (m) the exchange of information. The convention has been 
negotiated as a part of the broad program inaugurated many vears 
ago by this Government for the negotiation of conventions (treaties) 
for the elimination of international double taxation. The double 
taxation of incomes is an undesirable impediment to international 
trade and, subject to reasonable limitations, the removal of such 
double taxation is desirable. It is believed that the convention with 
Switzerland, if brought into force, will result in many benefits for 
United States citizens, residents, and corporations. 

The convention coatains a preamble and 20 articles. Article I 
specifies the taxes to which the convention applies, as referred to 
above. Considering that the convention is not made applicable to 
income taxes levied by the several States of the United States (except 
for the nationai-treatment provision), it is mportant to note that the 
Swiss have, although with some reluctance, included the Swiss canton 
and communal taxes. 

Article II contaims definitions of terms found in the convention. 
Artic ‘le IT] provides that, on a reciprocal basis, the business income 
or “industrial and commercial profits” of a Swiss enterprise will be 
subjected to United States tax only if such enterprise has a perma- 
nent establishment in the United States. This does not apply to 
such items of income as investment income or compensation for per- 
sonal services, which are dealt with elsewhere in the convention. 
Article IV expresses the principle (see sec. 45 of the Internal Reve- 
nue Code) of adjustment of accounts as between interlocking busi- 
nesses and provides for the allocation, in certain cases, of business 
income as between the two countries. 

Article V, relating to the reciprocal exemption from taxation of 
earnings from the operation of ships or aircraft registered in the re- 
spective countries, is consistent with the principle embodied in sections 
212 (b) and 231 (d) of the Internal Revenue Code, as amended, and 
applies only to business income from such operations, with no applies - 
tion to corporate dividends. Switzerland, of course, does not have a 
seacoast, but for nearly 20 years it has been recognized that Switzer- 
land satisfies the equivalent-exemption requirements of the United 
States law. Article V will be particularly important in its application 
to income derived from the operation of aircraft, with consequent ad- 
rantages to American enterprises operating aircraft within or through 
Switzerland. 

Articles VI, VII, and VIII deal with movable capital items, such as 
dividends, interest, and certain types of royalties. Article V1, relat- 
ing to dividends, corresponds in general to article VI of the convention 
with the United Kingdom, article VI of that with Denmark, article 
VII of that with Sweden, article VII of that with the Netherlands, and 














4 CONVENTION WITH SWITZERLAND 


article XI of that with Canada. It corresponds also to provisions in 
the pending conventions with Ireland and New Zealand, article VI in 
each case. 

Under article VI of the convention with Switzerland there would be 
a reciprocal reduction in each country from 30 percent to 15 percent 
in the tax rate on dividends derived from sources within such country 
by a resident, corporation, or other entity of the other country not 
having a permanent establishment in the country from which the 
dividends are derived. There would be a reduction to 5 percent in 
the tax rates with respect to such dividends if the shareholder is a 
corporation which controls, directly or indirectly, at least 95 percent 
of the voting power in the corporation paying the dividends and if 
not more than 25 percent of the gross income of such paying corpora- 
tion is derived from interest and dividends other than interest and 
dividends received from its own subsidiary corporations. Such reduc- 
tion to 5 percent would not apply, however, if the relationship of the 
two corporations (the shareholder and the payer of the dividends) has 
been arranged primarily with the intention of securing such reduced 
rate. Moreover, the reduction to 5 percent would not apply, for 
example, to a dividend paid by a United States domestic corporation 
to a Swiss partnership or other noncorporate Swiss entity. 

Article VI involves two special features which should be explained: 

(a) Neither of the reduced rates would apply to Swiss tax on 
dividends derived from Swiss sources by a Swiss citizen who is resident 
in the United States and who is not also a citizen of the United States. 
Switzerland wishes to place no limitation on the imposition of its 
dividend taxes with respect to its own citizens, except as to those 
having dual nationality. 

(6) “The Swiss tax of 30 percent would be withheld at the source 
i a refund to reduce it in accordance with the provisions of article 
VI would be made upon a claim duly filed therefor by the recipient 
in the United States. Difficulty in identifying the owner of shares 
arises from the fact that the standard form of stock certificate in 
Switzerland is the bearer share. Consequently, it would be necessary 
for the owner of Swiss corporate stock who is entitled to tax reduction 


under article VI to file a claim for refund of the amount in excess of. 


15 or 5 percent, as the case may be. 

Article VIL provides that, with respect to interest on bonds, securi- 
ties, notes, debentures, or any other form of indebtedness, .ncluding 
mortgages or bonds secured by real property, the rate of tax shall be 
reduced to 5 percent on interest derived from sources within one country 
by a resident, corporation, or other entity of the other country not 
having a permanent establishment in the country from which the in- 
terest is derived. In other tax conventions a complete exemption from 
tax on interest has been accorded, upon certain conditions. In the 
case of the convention with Switzerland a tax of 5 percent is retained 
because of the fact that in Switzerland there is imposed on interest, in 
addition to the income tax, a 5-percent coupon or stamp tax. The 
special features explained above with respect to the reduction of tax 
on dividends apply also in regard to the reduction of tax on interest. 
Article VII would allow the reduction of tax in the case of interest paid 
by a subsidiary corporation of one country to its parent corporation in 
the other country. In this respect the provisions differ from corre- 
sponding provisions in the conventions in force with the United King- 
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dom and the Netherlands and the conventions with [Ireland and Greece 
now under consideration in the Senate. 

Article VIII provides for exemption from tax in either country of 
various royalties derived from sources within that country by a resi- 
dent, corporation, or other entity of the other country not having a 
permanent establishment in the country from which the royalties are 
derived. The provisions extend to royalties and other amounts 
received as consideration for the right to use copyrights, artistic and 
scientific works, patents, designs, plans, trade-marks, secret processes 
and formulae, and other like property and rights (including rentals 
and like payments in respect of motion-picture films or for the use 
ofi ndustrial, commercial, or scientific equipment). Switzerland does 
not at this time tax such royalties leaving Switzerland because they 
are considered to be business income in the foreign country. It is 
understood, however, that consideration is being given in Sw itzerland 
to legislation which would impose tax on outgoing royalties of the 
kinds above-mentioned. 

Article [IX provides that income from real property (including gains 
from the sale or exchange of such property but not includiag interest 
from mortgages or bonds secured by such property) and royalties 
from the operation of mines, quarries, or other natural resources shall 
be taxable only in the country where such property or such mines, 
quarries, or other natural resources are situated. Article IX, like 
many of the other provisions of the convention, must be read in con- 
junction with article XV, wherein the right of the United States to 
tax its citizens, residents, and corporations is reserved and wherein it 
is provided that Switzerland, while excluding certain types of income 
from its tax base, may take such income into account io determining 
the rate of Swiss tax. Like corresponding provisions in other tax 
conventions, both existing aad pending, article [IX would permit the 

tax liabiliiy to be determined upon a net basis. In the application of 
United States tax in the case of a nonresident alien who is a resident of 
Switzerland deriving from sources within the United States income of 
the kind to which article [X refers, such alien may elect for any taxable 
year to be subject to tax upon a net basis instead of a tax upon the gross 
amount of such income and, if he so elects, his entire income from United 
States sources will be thus taxed. 

Article X contains what has come to be called the commercial 
traveler provisions. Exemption from taxation is provided with re- 
spect to compensation for labor or personal services performed by 
any person, a resident of one of the countries, who is temporarily 
present within the other country during the taxable vear for a period 
or periods not exceeding 183 days, provided he meets either of two 
conditions; namely, either he is emploved by a resident or corpora- 
tion or other entity of the country of which he is a resident or, ragard- 
less of the status of the employer, his compensation allocable to his 
services in the country which he is visiting does not exceed $10,000 
during the taxable vear. The application of these provisions extends 
to compensation derived from the practice of a liberal profession and 
from the performance of services as a director. Pursuant to para- 
graph (3), the exemptions would not apply as to governmental wages, 
salaries, or pensions, which are covered by article XI (1). Pursuant 
to paragraph (4), the exemptions would not apply to compensation or 
other remuneration of public entertainers such as stage, motion- 
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picture, or radio artists, musicians, and athletes. Public entertainers 

would, of course, be entitled to the benefits of article XV, the credit 

provisions. ‘The exclusion of public entertainers from the classes of 

persons entitled to specific exe mption in respect of compensation for 

labor or personal services was the subject of much discussion in con- 

scitiaies with the income-tax convention with the United Kingdom 

and it was necessary, in order to obtain Senate approval of that 

convention, to have an amendment so as to delete the paragraph in 

question. Nevertheless, in the negotiations with Switzerland the 

Swiss were quite definite in their insistence upon the inclusion of 

paragraph (4) in article X. The convention as enclosed herewith is 

believed to be a well-balanced instrument, under which United States 

citizens, residents, and corporations would derive many benefits. It 

is regretted that, as to the specific exemption allowed by article X, it 

was not possible to reach agreement with the Swiss for the extension 

of that exemption to public entertainers. 

Article XI contains the customary provisions regarding exemption 

from taxation of governmental wages, salaries, and pensions and of 
private pensions and life annuities. 

Article XII contains the customary provisions relating to exemp- 
tion from taxation, on certain conditions, with respect to remunera- 
tion of professors or teachers. 

Article XIII contains the customary provisions relating to exemp- 
tion from taxation, on certain conditions, with respect to remittances 
received by students or apprentices. 

Article XIV provides that dividends and interest paid by any 

foreign corporation to a nonresident alien who is resident in Switzer- 
land, or to a Swiss corporation, not having a permanent establishment 
in the United States, shall be exempt from United States tax. Divi- 
dends and interest paid by a corporation other than a Swiss corpora- 
tion to a United States resident or corporation not having a perma- 
nent establishment in Switzerland would be exempt from Swiss tax. 
These provisions are designed to alleviate a situation which, in the 
comparatively few cases in which it has arisen, has caused irritation, 
criticism, and administrative difficulties. Under existing United 
States tax law, dividends paid by a foreign corporation constitute in- 
come from United States sources if 50 percent or more of its gross 
income is received from the United States. Interest paid by a resident 
foreign corporation is income from United States sources if 20 percent 
or more of its gross income is from United St ates sources. Conse- 

quently, such income derived by nonresident aliens, including residents 
of Switzerland, is subject to United States tax. Article XIV would 
minimize administrative difficulties in connection with each cases. 
So far as United States tax is concerned, the exemption would be 
limited to nonresident aliens residing in Switzerland and to Swiss 
corporations. 

Article XV contains the credit provisions as to United States tax 
and, as to Swiss tax, provisions for limited exclusion from the tax 
base. ‘The United States reserves its right to tax its own citizens. 
residents, and corporations, except as to governmental wages, salaries, 
wr pensions paid by Switzerland or by any Swiss political subdivision 
or other Swiss public authority to United States citizens or alien 
residents of the United States who are also Swiss citizens. Section 131 
of the Internal Revenue Code is applied to allow a credit against United 
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States tax for the tax paid to Switzerland on income from Switzerland. 
The credit system as such is not adopted by Switzerland. Article XV 
ey ides, for purposes of Swiss tax, a limited exclusion from the Swiss 
tax base for items of income from United States sources. In the case 
of a United States citizen residing in Switzerland, for example, all 
items of income derived by him from United States sources are ex- 
cluded from the Swiss tax base. In the cases of others residing in 
Switzerland an exclusion from the tax base is allowed as to items of 
income which are not entitled to exemption or reduced rate under the 
convention; for example, business income derived through a permanent 
establishment in the United States and income from United States 
sources derived from real property and natural resource royalties. 
Switzerland may, however, take such items of income into account in 
determining the rate of Swiss taxes. Both as to United States and 
Swiss taxes, it is provided that article XV does not deny the exemptions 
provided for by article XI (1). 

Article XVI contains the provisions relating to exchange of in- 
formation. It follows closely the pattern of corresponding provisions 
in the conventions with the United Kingdom and the Netherlands. It 
is provided that the competent authorities may exchange such avail- 
able information as is necessary to carry out the provisions of the 
convention or to prevent fraud or the like in relation to the taxes to 
which the convention relates. Provision is made against disclosure 
of such information to unauthorized persons and against disclosure of 
any trade, business, industrial, or professional secret or any trade 
process. It is provided that each country may collect such taxes 
imposed by the other country as will insure that the exemption or 
reduced rate granted under articles VI, VIJ, VIII, and XI (2) shall 
not be enjoved by persons not entitled to such benefits. It is provided 
further that the provisions of article XVI are not to be construed so as 
to impose upon either country the obligation to carry out adminis- 
trative measures at variance with the regulations or practice of either 

country or measures contrary to its sovereignty, security, or public 
policy. Neither country is obliged to supply particulars which are 
not procurable under its own legislation or that of the country seeking 
such particulars. 

Article XVII, corresponding to provisions in existing and pending 
conventions, relates to the right of taxpayers to lodge claims with a 
view to having action taken toward the avoidance of double taxation, 
and provides also for consultation between the competent authorities 
of the two countries to resolve questions of interpretation or applica- 
tion of the convention. 

Article XVIII provides (1) that the convention shall not deny or 
affect the right of diplomatic and consular officers to other or addi- 
tional exemptions enjoyed by them or hereafter granted to them; (2) 
that the convention does not restrict any exemption, deduction, credit, 
or other allowance now or hereafter accorded by the laws of the 
respective countries in the determination of taxes, and (3) that 
citizens of one of the countries shall not, while residing in the other 
country, be subjected therein to other or more burdensome taxes than 
are the citizens of such other country residing therein (the standard 
national-treatment provision). For the purpose of the national- 
treatment provision, “citizens” is defined as including all legal 
persons, partnerships, and associations created or organized under the 
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laws of the respective countries and “‘taxes’’ is defined as extending to 
taxes of every kind or description, whether Federal, State, cantonal, 
municipal, or communal. 

Article XIX provides that the competent authorities of the two 
countries may prescribe regulations necessary to make the convention 
effective and that they may communicate with each other directly for 
the purpose of giving effect to the convention. 

Article XX provides for ratification and the exchange of instru- 
ments of ratification and prescribes that the convention shall have 
effect for taxable years beginning on or after January 1 of the year 
in which the exchange of instruments of ratification takes place, 
except that, if such exchange takes place on or after October 1, para- 
graphs (1) and (3) of article VI and article VII shall have effect 
only for taxable years beginning on or after January 1 of the year 
next following the year in which such exchange takes place. It is 
provided also that the convention shall continue effective for 5 years 
beginning with the calendar year in which the exchange of instruments 
of ratification takes place and indefinitely thereafter, but may be 
terminated by either country at the end of that 5-vear period or at 
any time thereafter by giving at least 6 months’ prior notice of ter- 
mination, in which event the convention shall cease to be effective 
for taxable years beginning on or after January 1 next following the 
expiration of the 6-month period. 

In view of the provisions of article XX (1) it is hoped that the con- 
vention can be brought into force prior to October 1, 1951. 

Respectfully submitted. 

Dran ACHESON. 

(Enclosure: Convention of May 24, 1951, with Switzerland with 
respect to taxes on income.) 


CONVENTION BETWEEN THE UNITED STATES OF 
AMERICA AND THE SWISS CONFEDERATION FOR THE 
AVOIDANCE OF DOUBLE TAXATION WITH RESPECT 
TO TAXES ON INCOME 


The President of the United States of America and The Swiss 
Federal Council, desiring to conclude a convention for the avoidance 
of double taxation with respect to taxes on income, have appointed 
for that purpose as their respective Plentipotentiaries: 

The President of the United States of America: 

Dean Acneson, Secretary of State of the United States of 
America, and 
The Swiss Federal Council: 
Cuartes BrucemMann, Envoy Extraordinary and Minister 
Plentipotentiary of the Swiss Confederation, 
who, having communicated to one another their full powers, found in 
good and due form, have agreed as follows: 


ARTICLE | 


(1) The taxes referred to in this Convention are: 
(a) In the ease of the United States of America: 
The Federal income taxes, including surtaxes and excess 
profits taxes. 
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(b) In the case of The Swiss Confederation: 

The federal, cantonal and communal taxes on income (total 
income, earned income, income from property, undustrial 
and commercial profits, etc.). 

(2) The present Convention shall also apply to any other income 


or profits tax of a substantially similar character imposed by either 
contracting State subsequently to the date of signature of the present 
Convention. 





ARTICLE II 


(1) As used in this Convention: 

(a) The term ‘United States’? means the United States of 
America, and when used in a geographical sense means the States, 
the Territories of Alaska and Hawaii, and the District of 
Columbia. 

(b) The term ‘Switzerland’? means The Swiss Confederation. 

(c) The term “permanent establishment’? means a branch, 
office, factory, workshop, warehouse or other fixed place of 
business, but does not include the casual and temporary use of 
merely storage facilities, nor does it include an agency unless the 
agent has and habitually e exercises a general authority to negotiate 
and conclude contracts on behalf of an enterprise or has a stock 
of merchandise from which he regularly fills orders on its behalf. 
An enterprise of one of the contracting States shall not be deemed 
to have a permanent establishment in the other State merely 
because it carries on business dealings in such other State through 
a commission agent, broker or custodian or other independent agent 
acting in the erdinary course of his business as such. The fact 
that an enterprise of one of the contracting States maintains in 
the other State a fixed place of business exclusively for the 
purchase of goods or merchandise shall not of itself constitute 
such fixed place of business a permanent establishment of such 
enterprise. The fact that a corporation of one contracting State 
has a subsidiary corporation which is a corporation of the other 
State or which is engaged in trade or business in the other State 
shall not of itself constitute that subsidiary corporation a per- 
manent establishment of its parent corporation. The mainte- 
nance within the territory of one of the contracting States by an 
enterprise of the other contracting State of a warehouse for con- 
venience of delivery and not for purposes of display shall not of 
itself constitute a permanent establishment within that territory 
even though offers of purchase have been obtained by an agent 
of the enterprise in that territory and transmitted by him to the 
enterprise for acceptance. 

(d) The term “enterprise of one of the contracting States” 
means, as the case may be, ‘‘United States enterprise” or “Swiss 
enterprise”’ 

(e) The term ‘United States enterprise’? means an industrial 
or commercial enterprise or undertaking carried on in the United 
States by a resident (including an individual, fiduciary and 
partnership) of the United States or by a United States corpora- 
tion or other entity; the term “United States corporation or other 
entity’? means a corporation or other entity created or organized 
under the law of the United States or of any State or Territory 
of the United States. 
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(f) The term “Swiss enterprise’? means an industrial or com- 
mercial enterprise or undertaking carried on in Switzerland by an 
individual resident in Switzerland or by a Swiss corporation or 
other entitt; the term “Swiss corporation or other entity” 
means a corporation or institution or foundation having juridies al 
personality, or a partnership (association “en nom collectif”’ or 
“en commandite”), or other association without juridical per- 
spe ality, created or organized under Swiss laws 

gr The term “competent authorities” means, in the case of 
a United States, the Commissioner of Internal Revenue as 
authorized by the Secretary of the Treasury; and in the case of 
Switzerland, the Director of the Federal Tax Administration as 
authorized by the Federal Department of Finances and Customs. 

(h) The term “industrial or commercial profits’ includes manu- 
facturing, mereantile, mining, financial and insurance profits, 
but does not include income in the form of dividends, interest, 
rents or royalties, or remuneration for personal services: Pro- 
vided, however, that such excepted items of income shall, subject 
to the provisions of this Convention, be taxed separately or 
together with industrial or commercial profits in accordance with 
the laws of the contracting States. 

(2) In the application of the provisions of the present Convention 
by one of the contracting States any term not otherwise defined shall, 
unless the context otherwise requires, have the meaning which such 
term has under its own tax laws. 


ArticLe III 


(1) (a) A Swiss enterprise shall not be subject to taxation by the 
United States in respect of its industrial and commercial profits unless 
it is engaged in trade or business in the United States through a per- 
manent establishment situated therein. If it is so engaged the United 
States may impose its tax upon the entire income of such enterprise 
from sources within the United States. 

A United States enterprise shall not be subject to taxation by 
Switzerland in respect of its industrial and commercial profits except 
as to such profits allocable to its permanent establishment situated in 
Switzerland. 

(2) No account shall be taken in determining the tax in one of the 
contracting States of the mere purchase of merchandise therein by an 
enterprise of ‘the other State. 

(3) Where an enterprise of one of the contracting States is engaged 
in trade or business in the territory of the other. contracting State 
through a permanent establishment situated therein, there shall be 
attributed to such permanent establishment the industrial or com- 
mercial profits which it might be expected to derive if it were an inde- 
pendent enterprise engaged in the same or similar activities under the 
same or similar conditions and dealing at arm’s length with the enter- 
prise of which it is a permanent establishment. 

(4) In the determination of the industrial or commercial profits of 
the permanent establishment there shall be allowed as deductions all 
expenses which are reasonably applicable to the permanent establish- 
ment, including executive and general administrative expenses so 
applicable. 
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(5) The competent authorities of the two contracting States may 
lay down rules by agreement for the apportionment of industrial and 
commercial profits. 


ArticLte IV 


Where an enterprise of one of the contracting States, by reason of 
its participation in the management or the financial structure of an 
enterprise of the other contracting State, makes with or imposes on 
the latter, in their commercial or financial relations, conditions differ- 
ent from those which would be made with an independent enterprise, 
any profits which would normally have accrued to one of the enter- 
prises, but by reason of those conditions have not so accrued, may be 
included in the profits of that enterprise and taxed accordingly. 


ARTICLE V 


Income which an enterprise of one of the contracting States derives 
from the operation of ships or aircraft registered in that State shall be 
taxable only in the State in which such ships or aircraft are registered. 


ArticLe VI 


(1) The rate of tax imposed by one of the contracting States upon 
dividends derived from sources within such State by a resident or 
corporation or other entity of the other contracting State not having 
a permanent establishment in the former State shall not exceed 15 
percent: Provided, however, that this paragraph shall have no appli- 
vation to Swiss tax in the case of dividends derived from Switzerland 
by a Swiss citizen (who is not also a citizen of the United States) resi- 
dent in the United States. 

(2) It is agreed, however, that such rate of tax shall not exceed 
five percent if the shareholder is a corporation controlling, directly 
or indirectly, at least 95 percent of the entire voting power in the cor- 
poration paying the div idend, and if not more thaa 25 percent of the 
gross income of such paying corporation is derived from interest and 
dividends, other than interest and dividends received from its own 
subsidiary corporations. Such reduction of the rate to five percent 
shall not apply if the relationship of the two corporations has been 
arranged or is maintained primarily with the intention of securing 
such reduced rate. 

(3) Switzerland may collect its tax without regard to paragraphs 
(1) and (2) of this Article but will make refund of ‘the t tax so collected 
in excess of the tax computed at the reduced rates provided in such 
paragraphs. 


Artic.e VII 


(1) The rate of tax imposed by one of the contracting States on 
interest on bonds, securities, notes, debentures or on any other form 
of indebtedness (including mortgages or bonds secured by real prop- 
erty) derived from sources within such contracting State by a resident 
or corporation or other entity of the other contracting State not having 
a permanent establishment in the former State shall not exceed five 
percent: Provided, however, that this paragraph shall have no 
application to Swiss tax in the case of interest derived from Switzer- 
land by a Swiss citizen (who is not also a citizen of the United States) 
resident in the United States. 
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(2) Switzerland may collect its tax without regard to paragraph 
(1) of this Article but will make refund of the tax so collected in excess 
of the tax computed at the reduced rate provided in such paragraph. 


ArticLe VIII 


Royalties and other amounts derived, as consideration for the right 
to use copyrights, artistic and scientifie works, patents, designs, plans, 
secret processes and formulae, trade-marks, and other like property 
and rights (including rentals and like payments in respect to motion 
picture films or for the use of industrial, commercial or scientific 
equipment), from sources within one of the contracting States by a 
resident or corporation or other entity of the other contracting State 
not having a permanent establishment in the former State shall be 
exempt from taxation in such former State. 


Artictg IX 


(1) Income from real property (including gains derived from the 
sale or exchange of such property but not including interest from 
mortgages or bonds secured by real property) and royalties in respect 
of the operation of mines, quarries, or other natural resources, shall 
be taxable only in the contracting State in which such property, mines, 
quarries, or other natural resources are situated. 

(2) A resident or corporation or other entity of one of the con- 
tracting States deriving any such income from such sagicted within 
the other contracting State may, for any taxable year, elect to be 
subject to the tax of such other contracting State, on a net basis, as 
if such resident or corporation or entity were engaged in trade or 
business within such other contracting State through a permanent 
establishment therein during such taxable year. 


ARTICLE X 


An individual resident of Switzerland shall be exempt from 
United States tax upon compensation for labor or personal services 
performed in the United States (including the practice of the liberal 
professions and rendition of services as director) if he is temporarily 
present in the United States for a period or periods not exceeding a 
total of 183 davs during the taxable vear and either of the following 
conditions is met: 

(a) his compensation is received for such labor or personal 
services performed as an emplovee of, or under contract with, a 
resident or corporation or other entity of Switzerland, or 

(b) his compensation received for such labor or personal serv- 
ices does not exceed $10,000. 

The provisions of paragraph (1) of this Article shall apply 
mutatis mutandis, to an individual resident of the United States with 
respect to compensation for such labor or personal services performed 
in Switzerland. 

The provisions of this Article shall have no application to the 
income to which Article XI (1) relates. 

+) The provisions of paragraph (1) (a) of this Article shall not apply 
to the compensation, profits, emoluments or other remuneration of 
public entertamers such as stage, motion picture or radio artists, 
musicians and athletes. 








| 
| 
) 
| 
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ARTICLE XI 


(1) (a) Wages, salaries and similar compensation, and pensions 
paid by the United States or by the political subdivisions or territories 
thereof to an individual (other than a Swiss citizen who is not also a 
citizen of the United States) shall be exempt from Swiss tax. 

(b) Wages, salaries and similar compensation and pensions paid by 
Switzerland or by any agency or instrumentality thereof or by any 
political subdivisions or other public authorities thereof to an indi- 
vidual (other than a United States citizen who is not also a citizen 
of Switzerland) shall be exempt from United States tax. 

(2) Private pensions and life annuities derived from within one of 
the contracting States and paid to individuals residing in the other 
contracting State shall be exempt from taxation in the former State. 

(3) The term “pensions”, as used in this Article, means periodic 
payments made in consideration for services rendered or by way of 
compensation for injuries received. 

(4) The term “life annuities” as used in this Article, means a stated 
sum payable periodically at stated times during life, or during a spe- 
cified number of years, under an obligation to make the payments 
in return for adequate and full consideration in money or money’s 
worth. 

ArticLte XII 


A professor or teacher, a resident of one of the contracting States, 
who temporarily visits the other contracting State for the purpose of 
teaching for a period not exceeding two years at a university, college, 
school or other educational institution in the other contracting State, 
shall be exempted in such other contracting State from tax on his 
remuneration for such teaching for such period. 


ArtTicLeE XIII 


A student or apprentice, a resident of one of the contracting States, 
who temporarily visits the other contracting State exclusively for the 
purposes of study or for acquiring business or technical experience 
shall not be taxable in the latter State in respect of remittances re- 
ceived by him from abroad for the purposes of his maintenance or 


studies. 
ARTICLE XIV 


(1) Dividends and. interest paid by a corporation other than a 
United States domestic corporation shall be exempt from United 
States tax where the recipient is a nonresident alien as to the United 
States resident in Switzerland or a Swiss corporation, not having a 
permanent establishment in the United States. 

(2) Dividends and interest paid by a corporation other than a 
Swiss corporation shall be exempt from Swiss tax where the recipient 
is a resident or corporation of the United States, not having a perma- 
nent establishment in Switzerland. 
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ARTICLE XV 


(1) Itis agreed that double taxation shall be avoided in the following 
manner: 

(a) The United States in determining its taxes specified in 
Article I of this Convention in the case of its citizens, residents or 
corporations may, regardless of any other provision of this Con- 
vention, include in the basis upon which such taxes are imposed 
all items of income taxable under the revenue laws of the United 
States as if this Convention had not come into effect. The United 
States shall, however, subject to the provisions of section 131, 
Internal Revenue Code, as in effect on the date of the entry into 
force of this Convention, deduct from its taxes the amount of 
Swiss taxes specified in Article I of this Convention. It is agreed 
that by virtue of the provisions of subparagraph (b) of this para- 
graph, Switzerland satisfies the similar credit requirement set 
forth in section 131 (a) (3), Internal Revenue Code. 

(b) Switzerland, in determining its taxes specified in Article I 
of this Convention in the case of its residents, corporations or 
other entities, shall exclude from the basis upon which such taxes 
are imposed such items of income as are dealt with in this Con- 
vention, derived from the United States and not exempt from, 
and not entitled to the reduced rate of, United States tax under 
this Convention; but in the case of a citizen of the United States 
resident in Switzerland there shall be excluded all items of income 
derived from the United States. Switzerland, however, reserves 
the right to take into account in the determination of the rate of 
a taxes also the income excluded as provided in this paragraph. 

The previsions of this Article shall not be construed to deny 

Pe jst ct from United States tax or Swiss tax, as the case may 
be, granted by Article XI (1) of this Convention. 







ARTICLE XVI 





(1) The competent authorities of the contracting States shall 
exchange such information (being information available under the 
respective taxation laws of the contracting States) as is necessary for 
carrying out the provisions of the present Convention or for the pre- 
vention of fraud or the like in relation to the taxes which are the sub- 
ject of the present Convention. Any information so exchanged shall 
be treated as secret and shall not be disclosed to any person other 
than those concerned with the assessment and collection of the taxes 
which are the ‘subject of the present Convention. No information 
shall be exchanged which would disclose any trade, business, industrial 
or professional secret or any trade process. 

(2) Each of the contracting States may collect such taxes imposed 
by the other contrac ting State as though such taxes were the taxes of 
the former State as will ensure that the exe mption or reduced rate 
of tax granted under Articles VI, VII, VIII and XI (2) of the present 
Convention by such other State shall not be enjoyed by persons not 
entitled to such benefits. 
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(3) In no case shall the provisions of this Article be construed so 
as to impose upon either of the contracting States the obligation to 
carry out administrative measures at variance with the regulations 
and practice of either contracting State or ee would be contrary 
to its sovereignty, security or public policy or to supply particulars 
which are not procurable under its own euliaica or that of the State 
making application. 


ArticLe XVII 


(1) Where a taxpayer shows proof that the action of the tax 
authorities of the contracting States has resulted, or will result, in 
double taxation contrary to the provisions of the present Convention, 
he shall be entitled to present the facts to the State of which he is a 
citizen or a resident, or, if the taxpayer is a corporation or other entity, 
to the State in which it is created or organized. Should the tax- 
payer’s claim be deemed worthy of consideration, the competent 
authority of such State shall undertake to come to an agreement with 
the competent authority of the other State with a view to equitable 
avoidance of the double taxation in question. 

(2) Should any difficulty or doubt arise as to the interpretation or 
application of the present Convention, or its relationship to Conven- 
tions between one of the contracting States and any other State, the 
competent authorities of the contracting States may settle the ques- 
tion by mutual agreement. 


ArticLe XVIII 


(1) The provisions of this Convention shall not be construed to deny 
or affect in any manner the right of diplomatic and consular officers 
to other or additional exemptions now enjoyed or which may here- 
after be granted to such officers. 

The provisions of the present Convention shall not be construed 
to restrict in any manner any exemption, deduction, credit or other 
allowance now or hereafter accorded by the laws of one of the con- 
tracting States in the determination of the tax imposed by such State. 

The citizens of one of the contracting States shall not, while 
resident in the other contracting State, be subjected therein to other 
or more burdensome taxes than are the citizens of such other contract- 
ing State residing in its territory. The term ‘‘citizens” as used in this 
Article includes all legal persons, partnerships and associations created 
or organized under the laws in force in the respective contracting 
States. In this Article the word “taxes” means taxes of every kind 
or description, whether Federal, State, cantonal, municipal, or com- 
munal. 


ARTICLE XIX 


(1) The competent authorities of the two contracting States may 
prescribe regulations necessary to carry into effect the present Con- 
vention within the respective States. 

(2) The competent authorities of the two contracting States may 
communicate with each other directly for the purpose of giving effect 
to the provisions of this Convention. 





. 
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ARTICLE XX 


(1) The present Convention shall be ratified and the instruments of 
ratification shall be exchanged at Berne as soon as possible. It shall 
have effect for the taxable years beginning on or after the first day of 
January of the year in which suc h exchange takes place: Provided, 
however, that if such exchange takes place on or after October 1 of 
such year, Article VI (except “paragraph (2) thereof) and Article VII 
of the Convention shall have effect only for taxable years beginning 
on or after the first day of January of the year anmnadintels following 
the year in which such exchange takes plac e. 

(2. The present Convention shall continue effective for a period 
of five years beginning with the calendar year in which the exchange 
of the instruments of ratification takes place and indefinitely after 
that period, but may be terminated by either of the contracting 
States at the end of the five-years period or at any time thereafter, 
provided that at least six months’ prior notice of termination has 
been given and, in such event, the present Convention shall cease to 
be effective for the taxable years beginning on or after the first day 
of January next following the expiration of the six-month period. 

Done at Washington, in duplicate, in the English and German 
languages, the two texts having equal authenticity, this 24th day of 
May, 1951. 

For the President of the United States of America: 

[seAL] Dean AcHzson. 
For the Swiss Federal Council: 
[sEAL] CHARLES BRUGGMANN. 
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